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Appropriations are one part of a complex federal budget process that includes budget 
resolutions, appropriations (regular, supplemental, and continuing) bills, rescissions, and 
budget reconciliation bills. The process begins with the President’s budget request and is 
bounded by the rules of the House and Senate, the Congressional Budget and Impoundment 
Control Act of 1974 (as amended), the Budget Enforcement Act of 1990 (scheduled to 
expire at the end of FY2002), and current program authorizations. 

This Report is a guide to one of the 13 regular appropriations bills that Congress passes each 
year. It is designed to supplement the information provided by the House and Senate 
Appropriations Subcommittee on VA, HUD, and Independent Agencies. It summarizes the 
current legislative status of the bill, its scope, major issues, funding levels, and related 
legislative activity. The Report lists the key CRS staff relevant to the issues covered and 
related CRS products. 

NOTE: A Web version of this document with active links is 
available to congressional staff at: 

[http://www.crs.gov/products/appropriations/apppage.shtml]. 




Appropriations for FY2003: 

VA, HUD, and Independent Agencies 



Summary 

FY2003 Appropriations. The signing of P.L. 108-7 completed action on 
FY2003 appropriations, including funding for the Departments of Veterans Affairs 
(VA), Housing and Urban Development (HUD), and Independent Agencies, 
including the Environmental Protection Agency (EPA), the Federal Emergency 
Management Agency (FEMA), the National Aeronautics and Space Administration 
(NASA), and the National Science Foundation (NSF). 
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Appropriations for FY2003: 

VA, HUD, and Independent Agencies 



Most Recent Developments 

President signs omnibus appropriations act (P.L. 108-7). On 

February 20, 2003, President Bush signed the omnibus appropriations bill (H .J.Res. 
2), thereby bringing to a close appropriations actions to fund agencies whose funding 
had been dependent on resolutions to continue spending at FY2002 levels. 

Congress completes work on FY2003 appropriations. With adoption 
of the Conference Report (H.Rept. 108-10) to H.J.Res. 2 on February 13, 2003, 
Congress finished work on FY2003 appropriations. 

House Committee on Appropriations reports H.R. 5605. On October 
10, 2002, the House Committee on Appropriations reported (H.Rept. 107-740) a bill 
to provide FY2003 appropriations for the Departments of Veterans Affairs (VA), 
Housing and Urban Development (HUD), and various other independent agencies. 
H.R. 5605 recommends a total of $122.6 billion (net, after rescissions) in budget 
authority for the activities of the departments and agencies covered by the bill. 

Senate Committee on Appropriations reports S. 2797. The Senate 
Committee on Appropriations had reported (S.Rept. 107-222) its version of an 
appropriations bill for VA, HUD, Independent Agencies for FY2003 on July 25. S. 
2797 recommends $124.5 billion (net, after rescissions). 

President submits FY2003 budget. On February 4, 2002, the President 
submitted a proposed budget for FY2003. According to S.Rept. 107-222, the 
President’s budget requests would require $121.4 billion (net, after rescissions) in 
appropriations for programs provided through the VA-HUD bill. 

Status 



Table 1. Status of VA, HUD and Independent Agencies 
Appropriations, FY2003 



Subcommittee 

markup 


H.Rept. 

107-740 


Passed 

House 


S.Rept. 

107-222 


Passed 

Senate 


Conference 

Report 


Conference 
Report 
H.J.Res. 2 


Signed 

P.L. 

108-7 


House 


Senate 


House 


Senate 


L 0-7-02 


7-23-02 


10-9-02 


_ 


7-25-02 


_ 


H.Rept. 

108-10 


2-13-03 


2-13-03 


2-20-03 
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Total Appropriations Enacted for FY2002 and 
Requested for FY2003 for VA, HUD, and 
Independent Agencies 



Table 2. Summary of VA, HUD, and 
Independent Agencies Appropriations, FY2002-FY2003 

(budget authority in billions) 



Department or Agency 


FY2002 

enacted 


FY2003 

request 


FY2003 

House 


FY2003 

Senate 


FY2003 

Confer. 


Department of Veterans Affairs 


52.379 


56.939 


58.131 


58.090 


58.017 


Department of Housing and 
Urban Development 


32.193 


31.349 


31.346 


32.083 


31.245 


Environmental Protection 
Agency 


8.079 


7.621 


8.204 


8.299 


8.132 


Federal Emergency 
Management Agency 


10.536 


6.704 


3.612 


4.435 


2.851 


National Aeronautics and Space 
Administration 


14.902 


15.000 


15.300 


15.200 


15.414 


National Science Foundation 


4.809 


5.028 


5.423 


5.353 


5.345 


Other Independent Agencies 


0.926 


1.144 


0.557 


1.047 


.923 


Grand Total: Appropriations 


123.824 


123.785 


122.573 


124.507 


121.927 



Source: For House, H.Rept. 107-740; for Senate and Conference, Congressional Record, February 
13,2003. 

Note: Totals will not add due to rounding at agency level. Totals for FY2002 include emergency 
supplementals. The enacted levels for FY2003 are for reported levels, and do not reflect the varied 
effects at the account level of an across-the-board cut to discretionary spending included before final 
passage of H.J.Res. 2. 

Accrual accounting. In its budget, the Administration proposed that the 
future costs of retirement benefits and retiree health insurance for current federal 
employees should be shown as an accrued cost for each fiscal year. Because this 
change would require legislation, the effects upon annual appropriations are not 
shown in this report, which is based on Congressional Budget Office (CBO) 
estimates of program costs under current law. Both Committee reports 
accompanying the respective VA-HUD bills are critical of the Administration’s 
inclusion of the effects of accrual accounting within the request levels for 
appropriations, and asks that future legislative proposals be sent to Congress without 
assuming their enactment for purposes of budget estimates. 
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Title I: Department of Veterans Affairs 

Spending for VA Programs 

FY2003. The President requested $56.94 billion for the Department of 
Veterans Affairs (VA) for FY2003, according to the latest Congressional estimates 
contained in the Conference Report (H.Rept 108-10) to H.J.Res. 2, the omnibus 
appropriations bill for FY2003 (P.L. 107-7). P.L. 107-7 provides $58.02 billion for 
VA programs for the fiscal year ending September 30,2003, including $3 1 .58 billion 
in mandatory spending for VA entitlements, and $26.44 billion for discretionary 
programs, $23.9 billion of which is for medical care for veterans. In action leading 
to the conference, the Senate had proposed a total of $58.04 billion for VA, and the 
House had used the amount it had approved during the latter stages of the 107 th 
Congress, $58.1 billion. 

Table 3. Department of Veterans Affairs Appropriations, 

FY1998-FY2002 

(budget authority in billions) 



FY1998 


FY1999 


FY2000 


FY2001 


FY2002 


$42.41 


$44.25 


$46.04 


$47.95 


$52.38 



Source: Figures for FY1998-FY2001 are from administration budget submissions of subsequent 
years; the figure for FY2002 is from H.Rept. 108-10, and is the latest available estimate for that fiscal 
year. Final spending levels remain uncertain until all program experience has been recorded, and any 
supplemental appropriations or rescissions have been included. 

S. 2797 (107 th Congress). The Senate Committee on Appropriations had 
reported S. 2797 (S.Rept. 107-222), FY2003 appropriations for VA, HUD, and 
Independent Agencies. The Committee’s bill included $58.09 billion for VA, an 
increase of almost $7 billion over projected FY2002 expenditures for VA programs, 
and $3.6 billion more than the President’s request, as estimated at the time of the 
bill’ s report. (Since that time, estimates of the request have risen by over $2.4 billion 
for FY2003, and spending for FY2002 is now projected to be $1 .3 billion higher than 
in estimates taken at the time S. 2797 was reported). 

Discretionary funds would have been $2.7 billion under S. 2797, as the 
Committee “...once again has made VA its top priority...” in the FY2003 bill. The 
VA medical care program was to receive about $23.9 billion in appropriated funds, 
and $1.4 billion in recovered medical costs available for reuse by the medical 
program. The combined total of $25.3 billion in spending authority is $3.3 billion 
above FY2002 levels, and $1.8 billion above the Administration’s FY2003 request. 

H.R. 5605 (107 th Congress). On October 10, the House Committee on 
Appropriations submitted its report for H.R. 5605. The House bill provided a total 
of $58.1 billion for VA, including $26.6 billion in discretionary funds. The bill 
provided the same in medical funds as included in the Senate bill. 
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FY2002. After including updated spending for increased mandatory spending 
for VA entitlements, projected FY2002 final appropriations for VA will total $51.1 
billion. According to the Conference Report accompanying P.L. 107-73 (H.Rept. 
107-272), the VA-HUD appropriation bill (as the bill containing annual 
appropriations for VA is popularly known), the Administration requested $50.7 
billion for VA programs for FY2002. 

VACash Benefits. Spending for the VA cash benefit programs is mandatory, 
and the amounts requested in the budget are based on projected caseloads. Eligibility 
requirements and benefit levels are specified in law. While the number of veterans 
is declining, VA entitlement spending, mostly service-connected compensation, 
pensions, and readjustment (primarily education) payments, reached $23.4 billion in 
FY2000, $25.7 billion in FY2001, $28.4 billion in FY2002, and is projected to reach 
$31.6 billion in FY2003. Much of the projected increases in FY2001-FY2003 result 
from cost-of-living adjustments for compensation benefits, and from liberalizations 
to the Montgomery GI Bill, the primary education program. 

Compensation and pensions. The compensation program pays benefits 
to living veterans who have suffered a loss or reduction in earning capacity as a result 
of a condition traceable to a period of military service, and to the dependent survivors 
of certain veterans. The VA pension program is a means-tested benefit for 
permanently disabled (from a condition unrelated to their military service) veterans 
of war-time service, whose incomes and assets fall below certain levels. After taking 
into consideration the financial circumstances and dependents of eligible veterans, 
the pension payments, along with countable income, are intended to bring their total 
incomes to the basic targeted amounts. 1 Given the broad availability of other sources 
of income, including social security, program caseload is diminishing, as fewer 
veterans have incomes below the categorical levels. 

During FY2002, about 2.4 million veterans drew an average of $662 in monthly 
compensation for service-connected disabilities; about 308,000 of their surviving 
dependent spouses averaged about $1,046 in monthly payments. Pensions for 
347,000 veterans averaged about $623 monthly; 235,000 survivors of veterans 
pensioners averaged about $261 monthly. 

Readjustment. Following a tradition going back to the beginnings of the 
Republic, near the end of World War II Congress enacted a series of programs to 
assist veterans in their readjustment to civilian life, and to help the national economy 
adapt to the influx of demobilizing armed forces. The GI Bill has entered the 
national lexicon as an example of federal responsibility for this readjustment 
responsibility, and many citizens continue to refer to the current array of programs 
by that historical name. Indeed, the largest current program providing readjustment 
education benefits is named the Montgomery GI Bill program, after its congressional 
sponsor and the heritage it brought into the age of an all- volunteer military service. 



1 For 2003 the annual basic level for an eligible single veteran is $9,690; with 1 dependent, 
$12,692; and each additional dependent, $1,653. Additional amounts are available for 
eligible veterans who are housebound, or in need of aid and attendance. 
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Without conscription to fill the ranks of active duty armed services, the 
inducements to potential recruits must be sufficient to attract them to enlist. The 
Montgomery GI Bill provides recruits with the promise of educational assistance 
when they separate, and the amounts that eligible participants receive has climbed 
significantly over the last few years. The previous payment of $800 per month for 
36 months for a participant completing a 3-year enlistment rose to $900 per month 
on October 1, 2002, and will rise to $985 per month on October 1, 2003. 

During FY2003, about $2.3 billion in total payments for education payments 
will go to 326,000 active duty personnel and veterans, 82,000 reservists, and 52,000 
dependents. About 160,000 veterans will receive other forms of tuition assistance, 

65.000 will receive vocational assistance, and 81,000 will receive assistance with 
preparing for and taking licensing and certification tests. 

Medical Care. VA operates the nation’s largest health care system, with 172 
hospitals, 137 nursing homes, 43 domiciliaries, 206 readjustment counseling centers, 
73 home health-care programs, and almost 900 outpatient clinics. About 88% of 
VA’s 207,000 employees provided medical services to an estimated 4.7 million 
veterans during FY2002, a caseload expected to reach 4.9 million by the end of 
FY2003. TheFY2001 caseload was about 4.2 million unique patients. Almost 2,000 
medical care employment slots were predicted to shift from inpatient programs to 
outpatient care during FY2002. 

Outpatient visits are rapidly increasing. The total number of such visits reached 
43.8 million during FY2001, and was projected to increase by 2.3 million over 
FY2002-FY2003, from slightly less than 47 million to 49.2 mi llion. Veterans who 
are provided outpatient care average around 12 visits per year. 

According to VA data accompanying the FY2003 Budget, the daily inpatient 
caseload for FY2002 was projected to be 57,522 rising to 58,361 patients by the end 
of FY2003. There is a decline in all service units except for two categories, acute 
care and nursing homes. Acute care patients have increased because of the larger 
number of total numbers of veterans who are seeking VA medical services, and while 
the total number of acute care cases has increased by 2,700 over the last year, the 
average daily census for acute care has declined by 20 patients, the result of a decline 
in the average length of stay. The aging of the veteran population, and the 
congressional commitment to increase the capacity of VA to serve this population, 
means that the number of patients receiving convalescent care will increase by over 

7.000 during FY2003, with the average daily nursing home census rising by 1,205 
patients. 

The FY2003 Budget request for VA medical care. The Administration 
asked Congress to provide $22.7 billion for VA medical care for FY2003, continuing 
the annual increases in funds as the program continues to serve a larger number of 
veterans each year. FY2002 congressional appropriations for VA medical care were 
$21.3 billion, $1 billion above the $20.3 provided for FY2001. Congress approved 
$19 billion for FY2000. 

P.L. 108-7. Congress provided $23.9 billion for VA medical care for FY2003, 
the same amount previously approved by both the House and Senate Committees on 
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Appropriations, $2.6 billion over FY2002, and $1.1 billion above the amount 
requested. In its report to accompany the draft bill (S.Rept. 107-222), the Senate 
Committee states that it is “...deeply concerned about overwhelming evidence that 
the VA medical system is failing its core constituency-service-connected, lower 
income, and special needs veterans... [from] numerous anecdotal examples where 
VA’s core constituency does not have access to timely, quality medical care because 
the networks that serve them are operating with long waiting lists.” 

The report cites VA data claiming that 310,000 veterans are on waiting lists for 
medical care, and that many veterans are waiting as much as 6 months for an 
appointment to see medical staff, a waiting time expected to grow “if current 
guidelines and expectations do not change.” However, in spite of the evidence 
supporting the perception of expanding waiting lists and longer appointment times, 
there does not appear to be evidence that VA is denying care to veterans who need 
it, and it appears that VA is making decisions about the order of treatment given to 
veterans entirely on a medical basis. 

The report suggests that there are 3 reasons for the growth in demands on the 
VA medical care system: 

• Increased access to a system with generous health benefits has 
encouraged veterans to seek care at VA. 

• Eligibility reform in 1996 made more veterans eligible for care. 
(Veterans were eligible for outpatient care before 1996 if a VA 
physician prescribed it, but were widely perceived as not eligible.) 

• The lack of an alternative national prescription drug program has 
encouraged veterans, an aging population with an increasing demand 
for drugs, to seek drug benefits from VA, especially given that VA 
is limited in the extent to which it pursues copayment obligations. 

The report supports a view shared by those who believe that VA should 
primarily serve a “core constituency” seeking care because they have been 
adjudicated as having a service-connected basis for care, or because they have been 
determined as meeting the income/asset tests that indicate limited ability to pay for 
care elsewhere. If that view were to become the basis for determining who does not 
receive care at any time, then a medical triage judgement about the priority by which 
limited medical resources are used to provide needed care would give way to a 
categorical priority system that prejudges eligibility for health care independent of 
judgements by medical staff about the urgency of any particular medical service. 

At the present time, veterans presenting themselves at a health care intake desk 
and stating a medical symptom are screened and treated by medical professionals 
who do not evaluate administrative criteria before providing the medically indicated 
services. There is no evidence that any such applicants for immediate medical 
evaluation and care are being turned away, and VA data suggest that the medical 
system is improving the delivery of care by decreased waiting times for appointments 
and diminished times in the facility waiting rooms. As VA staff see more walk-in 
patients while reducing waiting room times, it is possible that appointment delays 
will increase, unless additional staff slots are provided to handle the increased load. 




http://wikileaks.org/wiki/CRS-RL31304 



CRS-7 



Thus, the increases in appropriations to VA medical care over the last few fiscal 
years, and the growth in capacity supported by those increases have encouraged even 
more veterans to seek care from VA. The growth in the number of veterans served 
will likely continue to increase, as veterans recognize the advantages to them of 
seeking care from VA facilities. P.L. 108-7 gives VA the authority to require VA 
medical facilities to provide care according to statutory priorities. Whether such 
authority would result in VA limiting medical services according to administrative 
criteria rather than medical judgements is not stated. 

Medical Care Cost Collections. In addition to the funds provided by 
Congress, VA medical care is also authorized to “recycle” budget authority from 
amounts VA facilities collect from various sources with an obligation to help defray 
the cost of VA care for certain patients. The Balanced Budget Act of 1997 (P.L. 105- 
33) gave VA authority to retain net receipts of the Medical Care Collections Fund 
(MCCF), allowing the funds to be spent for medical services to veterans rather than 
be transferred to the Treasury as under previous law. Congress also created a new 
fund for FY2002, the Health Services Improvement Fund (HSIF), which collects 
increases in pharmacy copayments that went in to effect on February 4, 2002. This 
new fund also receives income from “enhanced use leases,” which are arrangements 
for sharing VA medical assets with paying customers from outside of VA. These 
leases can include the revenue from liquidation or leasing of VA capital assets, as 
well as income from VA services for which users have contracted. 

The Congressional Budget Office (CBO) estimated that collection receipts 
added $691 million in recycled spending authority in FY2002 and a projected 
combined MCCF/HSIF yield of $1,386 billion for FY2003. 

Medical research. The VA engages in research as an ancillary function of 
the treatment of veterans, and conducts independent research projects intended to 
advance medical science. Almost one-half of VA’s research funding comes from 
conventional medical research funding sources, the bulk of which is provided 
through grants from the National Institutes of Health (NIH). The remaining funds 
supporting VA research are split almost evenly between appropriations from 
Congress specifically for such research, and salaries and expenses from the VA 
medical care budget for the VA medical staff who are producing the studies that 
exhibit VA’s research findings. About two-thirds of the research projects are 
initiated by the medical staff reporting their findings. These projects are giving 
greater attention to the diseases associated with an aging population, especially in 
conjunction with the management of those chronic conditions that are a growing part 
of the outpatient workload. 

P.L. 108-7 provided $400 million for VA medical research. The Administration 
requested $394 million. Congress provided $371 million for VA research in 
FY2002, $350 million for FY2001, and $321 million for FY2000. 

Response to Hepatitis C virus (HCV). The Centers for Disease Control 
and Prevention (CDC) estimates that over 4 million Americans are infected with 
Hepatitis C, and some data exist that the disease is even more prevalent among 
veterans compared to the general population. A VA study in 1999 found that the 
veterans it surveyed had a prevalence rate of 6.6%, compared to an estimated 1.8% 
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in the general population. Upon release of the study, leading veterans groups and 
some health care professionals advocated an aggressive response by VA to combat 
the contagious threat. 

However, VA analysts have been concerned that . . no comprehensive system 
was in place to collect information about actual workloads and costs” for the 
Hepatitis C program because the projections for them “were based on formulas that 
relied on untested assumptions” and “actual performance (particularly for FY2000) 
did not bear out projections.” While Hepatitis C continues to be a serious health 
issue in need of dedicated attention to its causes, prevalence, diagnosis, treatment, 
management and possible cure, it does not appear that the dire predictions about its 
effect on the veteran population have been borne out. However, the costs of 
diagnosis and treatment have risen considerably from their FY1999 levels. Actual 
costs for HCV related medical services during FY2001 are estimated to have been 
$98 million, andforFY2002 were projected to reach $105 million, with $111 million 
expected to support diagnosis and treatment during FY2003. 

Housing benefits. The VA program to guarantee home loans for veterans 
has made a significant contribution to the national goal of increasing the number of 
families who own their own homes. Because of the guarantees, lenders are protected 
against losses up to the amount of the guarantee, thereby permitting veterans to 
obtain mortgages with little or no down payment, and with competitive interest rates. 
These guarantees, and certain direct loans to specific categories of veterans were 
obligations of the federal government that constituted mandatory spending; 
administrative expenses are discretionary appropriations transferred from the home 
loan programs to the General Operating Expenses account. 

VA construction. P.L. 108-7 provides $100 million for major construction, 
and $226 million for minor construction projects. The Administration had requested 
$194 million for major construction projects for FY2003, and $211 million in minor 
construction (projects with an estimated cost under $4 million) for FY2003, the 
amount for minor construction as was appropriated for FY2002. “Major 
construction” projects have an estimated cost over $4 million. Many of the 
construction projects will continue VA’s overall strategy of expanding outpatient 
access for medical care. 

Congress provided $183 million in major construction for FY2002, and $211 
million in minor construction. Congress provided $66 million for major 
construction, and a total of $171 million for minor construction for FY2001. P.L. 
106-74 included $65 million for major construction, and $160 million for minor 
construction for FY2000. 

The following table shows appropriations to VA for FY2002, the 
Administration’s request for FY2003, amounts recommended by each House for 
FY2003, and the amounts ultimately enacted by Congress and signed by the 
President. 
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Table 4. Appropriations: Department of Veterans Affairs, 

FY2002-FY2003 

(budget authority in billions) 



Program 


FY2002 

enacted 


HU! 


FY2003 

House 


FY2003 

Senate 


FY2003 

Confer. 


Comp., pension, burial 3 


26.044 


28.949 


28.949 


28.949 


28.949 


Insurance/indemnities 


.026 


.028 


.028 


.028 


.028 


Housing programs 


.204 


.339 


.339 


.339 


.339 


Readjustment benefits 


2.135 


2.265 


2.265 


2.265 


2.265 


Subtotal: Mandatory 


28.409 


31.581 


31.580 


31.580 


31.580 


Medical care a,b 


21.473 


22.744 


23.889 


23.889 


23.889 


Med., prosthetic research 


.371 


.394 


.405 


.400 


.400 


Medical administration 


.067 


.070 


.075 


.070 




General operating exp. 


1.198 


1.256 


1.251 


1.256 




Admin, expense (hsng.) 


.166 


.169 


.169 


.169 


.169 


Nat’l Cemetery Admin. 


.121 


.133 


.133 


.133 


.133 


Inspector General 


.052 


.055 


.061 


.055 


.058 


Construction, major 


.183 


.194 


.194 


.145 


.100 


Construction, minor 


.211 


.211 


.241 


.211 


.226 


Grants; state facilities 


.100 


.100 


.100 


.100 


.100 


Parking, revolving fund 


.004 


.000 


.000 


.000 


.000 


State veteran cemeteries 


.025 


.032 


.032 


.032 




Subtotal: Discretionary 


23.971 


25.358 


26.550 


26.460 


26.436 


Subtotal: (YA) 


52.379 


56.939 


58.131 


58.090 


1 



Source: H.Rept. 108-10. 

Note: Totals for FY2002 include supplementals. The FY2003 levels shown for the Senate and 
enacted versions of the bill do not reflect required cuts to most discretionary programs that were 
adopted to hold the bill’s total cost within specified limits. 

a Includes supplemental appropriations provided by P.L. 107-206. 

b Medical Care Collections Fund (MCCF) receipts are restored to the Medical Care account as an 
offset equal to the revenue collected, estimated to be $691 million in FY2002; the amount 
projected for FY2003 has been reestimated upward from $752 million to $1,386 billion. 
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Capital asset realignment. VA has developed a comprehensive planning 
approach to constructing, altering, extending, or otherwise improving facilities. In 
part, this new planning approach, called Capital Asset Realignment for Enhanced 
Services (CARES), is the Department’s reaction to the criticism it has received from 
areas of the country in which hospital resources have been cut back, in order to 
redirect those resources to outpatient care, usually in other geographical areas. While 
VA has been successful in expanding the number of patients it serves, conflict 
continues between advocates of a more efficient use of resources (who advocate 
reducing hospital space and closing or selling superfluous inpatient facilities), and 
veterans groups (who see any reduction in inpatient care as a threat to the medical 
care needs of the veteran population). 

The CARES effort is an attempt to make the planning process by which the 
capital assets are developed, used, modified, or relinquished, open to veterans groups. 
Often, the fears about reductions in health care to veterans are based on an inadequate 
understanding of the improvements in care for more veterans that such realignment 
of resources makes possible, and the CARES approach may lessen those 
misunderstandings. 

Some veterans have expressed the belief that, over time, moving resources from 
an inpatient facility in one area to outpatient access in another yields an unacceptable 
rate of deterioration in the former facility, as the commitment to maintain the 
building is diminished as the Department moves toward its eventual abandonment. 

Burial and cemetery benefits. Payments to honor and help defray the cost 
of veterans’ burials will total about $155 million in FY2003, and cover about 84 
thousand burials, 69 thousand burial plots, 9 thousand service-connected deaths, 528 
thousand flags, and 354 thousand headstones and markers. 

Department administration. P.L. 108-7 provides $1,254 billion for General 
Operating Expenses (GOE) for FY 2003 , and $7 5 million for medical administration. 
The Administration had requested $1,256 billion, and $70 million for medical 
administration. Congress approved the Administration’s request for funds for 
administration for FY2002, providing $1.2 billion for GOE and $67 million for 
medical administration. 

VA employment estimates. The Bush Administration project an overall 
VA employment decline to an average of 204,670 in FY2002, down from an average 
205,896 during FY2001, which was up from an average of 202,621 during FY2000, 
and 205,547 in FY1999. Much of the decline was in medical staff, which VA 
projected would average 179,300 during FY2002. 

Accrual Accounting. Part of the Administration’s budget estimate of a $4.4 
billion increase in total VA spending for FY2003 did not reflect expanded program 
costs for additional benefits or medical services to veterans, but a change in methods 
by which future compensation for VA employees who will eventually retire is 
attributed to current service those employees perform. This new accounting method 
would have resulted in the transfer of $892 million to central accounts in the 
Treasury to fund the accruing future cost of retirement and retiree health benefits for 
VA employees. Because the accrued funds would be retained in a government fund, 
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this new accounting practice would not affect employees’ benefits in any way, nor 
would it have a direct impact on taxpayers. These changes in accounting require 
legislation, and Congress did not include them in P.L. 108-7. 

Title II: Department of Housing and 
Urban Development 



Introduction 

Most of the appropriations for the Department of Housing and Urban 
Development (HUD) address the housing problems faced by households with very- 
low incomes or other special housing needs. Programs of rental assistance for the 
poor, elderly or handicapped, housing assistance for persons with AIDS, varying 
types of shelter for those who are homeless - all deal with the issue of the availability 
of affordable housing. The two large HUD block grant programs also help 
communities finance various efforts to address these housing issues. In the last half 
dozen years, HUD has focused more attention than previously on efforts to increase 
homeownership opportunities for lower-income and minority households. 



Highlights of HUD Budget for FY2003- P.L. 108-7 

• FY2003 budget of $31.2 billion, up $1.1 billion from FY2002 (but 
this does not include an across-the-board rescission of 0.65%) ; 

• Housing Certificate Fund increased $1.6 billion to $17.2 billion - 
renewal of all expiring Section 8 rental contracts; 

• No incremental housing choice vouchers; 

• Public Housing Operating Fund increased by $105 million to $3.6 
billion, but includes use of $250 million to cover FY2002 shortfall; 

• Administration’ s Initiative to convert public housing units to Section 
8 project-based assistance rejected; 

• HOME up by $154 million to $2.0 billion, with $75 million set- 
aside for Administration’s downpayment assistance initiative; 

• Homeless assistance up by $102 million to $1.23 billion; and 

• Lead Hazard Control program increased 60% to $176 million. 



Summary: FY2003 Appropriations for HUD Programs 

P.L. 108-7 provides HUD with $3 1.2 billion, an increase of $1.1 billion over the 
LY2002 level (if $2 billion for New York City recovery efforts provided through the 
Community Development Block Grant program in LY2002 are not included in the 
LY2002 base). The conferees agreed to $17.2 billion for the Housing Certificate 
Lund, HUD’s largest program (frequently referred to as “Section 8"), about $1.6 
billion more than enacted in LY2002. While this is a 10% increase in HUD’s largest 
program, it includes no “incremental vouchers” (that is, no increase in the number 
of renters assisted). This is largely because of significant increases in rent levels 
across the county - it takes more funding simply to assisted the same number of 
renters. Neither the Administration’s proposed budget, nor the final version of 
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H .J.Res. 2, included funds for the 4.9 million very low-income renter households that 
pay more than 50% of their income for shelter or who live in substandard housing, 
but who receive no federal assistance. These households are often referred to as 
“worst case” renters. 

The Section 8 formula funding change recommended by the House 
Appropriations Committee that some housing advocacy groups feared would result 
in up to 125,000 fewer vouchers being funded than currently, was not included in the 
adopted budget. In addition, while H.R. 5605 contained provisions to slow increases 
in Section 8 administrative costs and to limit the amount of unspent Section 8 
administrative fees that Public Housing Authorities (PHAs) have accumulated, these 
were not adopted by the conferees. Some Section 8 formula funding changes and 
restrictions on administrative fees were included in the enacted budget - and are 
discussed below. 

The conferees approved $2.7 billion for the Public Housing Capital Fund, about 
$300 million more than the Administration request, but $113 million below the 
FY2002 funding level. The Administration’s controversial Public Housing 
Reinvestment Initiative to encourage PHAs to convert some public housing units to 
Section 8 project-based assistance was rejected. Under this initiative, PHAs would 
pledge the project-based revenue as collateral for rehabilitation loans. But the 
conferees rejected the reinvestment initiative, and directed HUD to report to the 
Appropriations Committees about PHAs that have already obtained private financing 
for their capital needs. 

The conferees increased the Public Housing Operating Fund $ 1 05 million above 
the FY2002 level to $3.6 billion. However, HUD would be allowed to use this 
appropriation to cover a controversial $250 million shortfall for FY2002 that the 
agency blames on flaws in its accounting system. Some in Congress have expressed 
concern that taking FY2003 funds to pay for the FY2002 shortfall, rather than HUD 
requesting a supplemental appropriation, means, in effect, $250 million less for the 
program in FY2003 than the Administration’s initial request. This, they say, comes 
on top of other recent cuts to the Public Housing program, including the end of the 
$310 million a year Drug Elimination program. 

The HOPE VI program, that is used to rehabilitate or tear down the worst public 
housing units, received $574 million for FY2003, the same as the Administration 
request, the House and Senate recommendations, and the same as provided for 
FY2002. (The Administration’s FY2004 proposal calls for the elimination the HOPE 
VI program.) 

The conferees provided the Community Development Block Grant (CDBG) 
program with appropriations of $4.94 billion, about $60 million less than the $5 
billion enacted for FY2002. This included $4.4 billion for block grants and $261 
million for individual earmarks under the Economic Development Initiative (despite 
opposition again to these earmarks by the Administration). The conferees rejected 
the Administration’ s Colonia Gateway Initiative to reduce grants to the wealthiest 1 % 
of communities and use the savings to fund a program of affordable housing and 
economic opportunity in “colonias” - communities within 150 miles of the U.S. 
Mexican boarder that are often described as having “third world” living conditions. 
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P.L. 108-7 provides $2 billion for the HOME block grant program, an increase 
of about $154 million than the funding in FY2002. There is a $75 mi llion set-aside 
for the Administration’s Downpayment Assistance Initiative, although less than the 
$200 million requested. The $40 million set-aside for housing counseling is double 
the amount approved for FY2002. 

HUD has a number of programs to protect vulnerable populations - the elderly, 
persons with physical and mental disabilities, individuals with HIV/AIDS, and the 
homeless. The conferees agreed to $783 million for housing for the elderly, equal to 
last year’s appropriation. Housing for the disabled received $250.5 million, up by 
nearly $ 10 million. Housing opportunities for persons with AIDs was funded at $292 
million, and increase of about $15 million from the previous year. 

HUD proposed to spend $1.13 billion on programs for the homeless, about level 
with funding during the previous 2 years. Secretary Martinez has made ending 
chronic homelessness in the next 10 years a top priority. The conferees agreed to 
$1.23 billion, $102 mi llion more than enacted in FY2002 and $95 million more than 
the Administration’s request. 

The conferees rejected the Administration’ s request to eliminate funding for the 
Office of Rural and Economic Development, funding it at $25 million, the same as 
in FY2002. 

The House recommended $126 million for the control and removal of lead- 
based paint, and the Senate, $201 million. The conferees agreed on $176 million, 
$66 million more than enacted in FY2002. To address continuing discrimination in 
the rental and sale of housing and associated financing, the conferees approved $45 .9 
million for Fair Housing programs, the same as recommended by the House and 
Senate, and level with FY2002 funding. 

HUD’s Federal Housing Administration (FHA) mortgage insurance program 
continues to operate with very high delinquency rates (a record 11.81% of borrowers 
were at least 30 days past due and 2.79% were in the foreclosure process as of the 
2nd quarter of 2002). The conferees agreed with the Senate regarding submission of 
a report to the Committees on Appropriations on further actions which could be taken 
to protect homeowners and communities experiencing high rates of defaults and 
foreclosures on FHA-insured loans, and directs that this report be provided to the 
appropriators by June 2, 2003. 

FY2002 Appropriations. The President signed P.F. 107-73 on November 
26, 2001 providing HUD with $30.15 billion for FY2002 (H.Rept. 107-272). This 
was $1.67 billion more than FY2001 appropriation of $28.48 billion, an increase of 
about 6%. Of the $30.15 billion approved, $16.28 billion, more than half of the 
HUD budget, went to renew all Section 8 expiring contracts, add an additional 
25,900 vouchers, and pay for contract administration and various tenant protection 
assistance. The approved $30.15 billion is in addition to $2 billion in emergency 
supplemental funds made available to HUD’s Community Development Fund to be 
used for assistance and economic revitalization related to the terrorist attacks in New 
York City (H.R. 2888, P.F. 107-38, was signed by the President on September 18, 
2001 ). 
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On August 2, 2002, the President signed H.R. 4775 as P.L. 107-206 (Conference 
Report, H.Rept. 107-593), the FY2002 Supplemental Appropriations Act for Further 
Recovery From and Response to Terrorist Attacks on the United States. This Act 
provides an additional $783 million for the Community Development Fund for 
further recovery efforts in New York City. The Act also rescinds $738.5 million in 
HUD funds, including $388.5 million of unobligated balances from the Section 8 
voucher program, $300 million realized from the prepayment of Section 236 
subsidized mortgages, and $50 million from the Administration’s HOME 
downpayment assistance initiative. The Section 236 money had been intended for 
the rehabilitation of assisted multifamily housing, and some housing organizations 
have criticized HUD for the delay in the spending of these funds, thus leaving them 
open for rescission. For more details, see CRS Report RL31406, Supplemental 
Appropriations for FY2002: Combating Terrorism and other Issues. 

Table 5. Department of Housing and Urban Development 
Appropriations, FY1998 to FY2002 

(Net budget authority in billions) 



FY1998 


FY1999 


FY2000 


FY2001 


FY2002 


$21.44 


$24.08 


$25.92 


$28.48 a 


$32.19 a 



Source: Figures for FY1998-FY2001 are from administration budget submissions of subsequent 
years; the figure for FY2002 is from FI.Rept. 108-10, and is the latest available estimate for that fiscal 
year. Final spending levels remain uncertain until all program experience has been recorded, and any 
supplemental appropriations or rescissions have been included. 

a Includes net effect of treating “excess” FHA mortgage insurance premiums as an offset against 
discretionary spending within the Federal Housing Administration. The offsets are an estimated 
-$2,246 billion for FY2001, and -$2,323 billion for FY2002. Because of the scoring change, 
the figures for FY2001 and FY2002 are not comparable to figures shown for previous fiscal 
years. The FY2002 figure includes $2 billion in emergency supplemental funds for the 
Community Development Fund for assistance to New York City following the terrorist attacks 
of September 11, 2001. 



Policy Issue: The Shortage of Affordable Rental Housing 

A budget is a statement of spending priorities. Despite the fact that HUD now 
spends most of its budget - an average of about $28 billion in recent years - to help 
low-income families with their housing costs, the shortage of affordable rental 
housing for lower-income households continues to be the most important housing 
issue before the Congress. (Housing that costs more than 30% of one’s income is 
considered by the government to be burdensome or “unaffordable”.) In a February 
5, 2002 conference held by the Urban Institute, Preventing Homelessness: Meeting 
the Challenge , researchers found that the number of homeless people in a number 
of large cities was increasing, and all attributed this to a growing shortage of 
affordable housing. Others believe this shortage is reducing the chances that welfare 
recipients will be able to achieve economic self-sufficiency. Many mayors and 
governors and other elected officials believe the problem has become serious. 




